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KEY ECONOMIC INDICATORS: CENTRAL AFRICAN REPUBLIC 


All values in million U.S. $ Exchange rate as of January 1972 
unless otherwise stated. U.S. $1.00 = CFA 255 
1970 & 1971 U.S. $1.00 = CFA 275 
1969 U.S. $1.00 = CFA 245. 


ITEM 1969 1970 1971 


INCOME, PRODUCTION, EMPLOYMENT 


GNP at Current Prices $218 (est.) $204 (est.) $213 (est.) 
Per Capita GNP, Current Prices $140 $145 (est.) $145 (est.) 


Average Industrial Wages range from $31 to $156 monthly. 
Number of salary earners estimated at 64, 000. 


MONEY & PRICES 


Public Debt Outstanding $16.2 $18.0 
Interest Rates (Development Bank) 4-8% 4-8% 4-8% 
Indices (1958 = 100) 

Wholesale Prices 160 166 174 
Money $27.1 $27.0 ° 
Domestic Credit $45.9 $45.2 ° 
Foreign Assets -$10. 1 ~$12.3 . 


BALANCE OF PAYMENTS AND TRADE 


Overall Deficit or Surplus $11.6 -$1.76 mo.) . 
Budget 
Total Receipts $43.8 $40. 8 $45.2 
Total Expenditures $46. 7 $43.6 $45.1 
Imports $44.4 $41. 1 ° 
U.S. Share 5% 6% 
Exports $38. 2 $32.7 
U.S. Share 9% . . 


Main Imports from U.S. (1970): Transport Material & Equipment, $491, 000; 
Machinery & Electrical Equipment, $375,000; Textiles, $291,000; Chemicals 
& Pharmaceuticals, $109, 000. 


* Not available . 





SUMMARY 


The Central African Republic has made minimal economic progress 
during the past year and the littke momentum gained in the previous 
years appears to have fizzled out. Efforts to increase production of 
agricultural and forestry products have waned. This is due largely 

to the CAR's lack of adequate trained manpower and economic capac- 
ity and to the internal and external transportation difficulties which 
compound the problems of the shipment of material. Diamond pro- 
duction, which in recent years has provided nearly 50 percent of the 
CAR's export revenues, is considerably less this year owing to the 
protracted dispute between the Government and the diamond mining 
companies. The loss of income from this important sector of the CAR 
economy exacerbates the financial burdens plaguing this struggling na- 
tion. River transport is a continuous problem since shipments of heavy 
materials can be made only during the rainy (high water) season. The 
highway system is poor although portions of two major arteries have 
been paved and plans are being made to surface other routes. The 
Government has made efforts to obtain more foreign assistance from 
every possible source but no significant increases are expected. This 
situation, compounded by the Government's fiscal policies, bodes ill if 
even minimal economic development is expected. 


The CAR does not appear to be an appealing target for United States 
exporters or investors. The country is geographically isolated and 
offers only a relatively small and unprosperous market even by region- 
al standards. Transport problems and the language barrier add to 

the difficulties for American business. United States exports have to 
compete against strong historical investment and trade patterns which 
link the CAR to France and other EEC countries, and many American 
products are up against stiff tariffs which do not apply to imports from 
EEC countries. It should also be noted, however, that in order to gain 
a foothold, foreign businessmen are often willing to offer better terms 
of trade than are American exporters. 








CURRENT ECONOMIC SITUATION AND TRENDS 


The CAR Standing Still 


The Central African Republic appears to be facing insuperable obstacles 
in its attempts to breathe life into the flagging economy. There are no 
bright spots as the previous years" agricultural gains were reduced in 
1971. Available resources must be spread so thinly that the Government 
is simply unable to make a concerted effort in one sphere, and skilled 
manpower and needed materials must be shifted around from one sector 
to another in order to keep things moving--however slowly. Even here, 
the Government must depend on foreign experts to supervise and develop 
the more imporiant sectors. While France's provision of large numbers 
of teachers, doctors, and other professional personnel releases CAR 
funds for other purposes, the amounts freed are inadequate to cover the 
Government's expanding budget and its ever-increasing debts. In addition, 
the Government is unable to balance its external trade. 


The CAR's chief agricultural exports, cotton and coffee, face stiff com- 
petition in the international markets and the Government marketing agency 
often does not have the cash with which to purchase the harvests from 
the local farmers. Unemployment and underemployment are other prob- 
lems the Government must soon face. The only encouraging development 
in the economic picture is the recent tentative settlement of the diamond 
dispute which may result in an upswing in diamond production and much 
needed revenues. Unfortunately, it will not be enough. 


Identifiable Economic Trends 


Budget Problems Worsen 


Even though the CAR budget was supposedly "balanced" in 1971 (as com- 
pared with a deficit of $2.8 million in 1970) indications are that the bud- 
getary situation has, in fact, worsened. The usual year-end shortage of 
cash meant that some Government employees did not receive their salaries. 
Also, the Government has been unable to pay debts owed to many private 
firms operating in the country. Although the CAR budget for 1972 has 

not yet been made public, a balanced budget has been drawn up which gives 
a sum of $45.9 million for both receipts and expenditures. However, 
there is no reason to believe that the general economic situation will 
improve, and another budgetary deficit can be anticipated at the end of 

the year. Even though governmental revenues have increased gradually 
over the past few years, they will not be sufficient to meet the increasingly 


heavy load of continuing financial commitments and the burden brought 
about by increased spending in the public sector. Consequently, the 
immediate future will be more of the ,ssame--a severely strained budget 
with continuous financial problems and crises. 


Diamond Production Continues to Lag 


1971 marked the third consecutive year of decreased diamond produc- 
tion and consequently reduced budgetary income from that sector. In 
recent years the diamond industry has provided approximately 50 percent 
of the CAR‘’s export revenue and has been far and away the most impor- 
tant monetized sector of the economy. Diamond production in 1971 was 
down to 466,915 carats worth $12.6 million, the lowest output in three 
years. This reduction is a result of the Government’s action of November 
1969 when the personnel of the mining companies were expelled and the 
mines seized for alleged non-payment of taxes and mining license fees. 
(Smuggling is also a problem.) The companies and the CAR Government 
have been negotiating for over two years and a tentative agreement has 
recently been reached. The Government has now recognized the severity 
of the losses it has incurred and has entered an agreement looking to ex- 
panded production of diamonds and closer control over diamond buying 
and sales operators. However, until diamond production takes a decided 
upswing and reaches the 1968 level, the already strained budget will be 
denied much needed income from this sector. 


Agricultural Production Reduced 


Although 1971 statistics for agricultural production have not yet been re- 
leased, reliable estimates indicate that the harvests of cotton and coffee 
(the CAR's principal export crops) are below the output for the previous 
year. 1970 production of cotton and coffee was 60,000 tons and 13,891 
tons respectively. While "Operation Bokassa" (a nationwide campaign to 
increase agricultural production) can claim credit for the gradual in- 
creases in agricultural production over the past several years, the program 
appears to have encountered difficulties in 1971. Problems in the agricul- 
tural sector are further compounded by the CAR's lack of an all-weather 
road network, which makes it difficult to get the crops to market. Not 
infrequently trucks are not available to haul the products. Also, at cer- 
tain times during the year the Government does not have the funds to pay 
farmers for their produce on a current basis. The Government is com- 
mitted to developing the agricultural sector, including making greater use 
of fertilizers, pesticides, and machines, and increasing the amount of 
acreage under production. With limited resources spread so thinly, how- 
ever, gradual increases are the best that can be expected. 








Manufacturing and Tourism - Little Progress 


The CAR's limited industrial sector consists largely of small-scale light 
manufacturing, assembly and processing plants. These include a pros- 
perous brewery, still expanding textile factories, sawmills and a bicycle 
and motor-bike assembly plant. While 1970 saw some relatively large 

(by local standards) investment additions to the CAR's industrial sector, 
1971 has been a quiet investment year. The timber industry, which had 
begun to expand during 1970 and which had showed promise as another 
important export, has now stagnated. This is due largely to the ship- 
ping difficulties brought about by congested port facilities at Brazzaville. 
The proposed exploitation of the CAR's uranium reserves at Bakouma 

has fallen through and it now appears that another potential source of 
increased revenues will not bear fruit. The Government had been count- 
ing heavily on this project to help relieve its budgetary problems. While 
recent attempts to attract more capital and investment into the CAR have 
failed to produce any large investments, it is safe to assume that a lim- 
ited amount of industrial growth will continue to take place in the small- 
scale, light industrial sector where highly trained personnel and relatively 
large investments are not needed. Most of the envisaged projects repre- 
sent investment well under $1 million and the majority of them fall into 
the $200-400 thousand range. Some of the proposed projects for the coming 
year include sawmills, food processing plants and a glassworks. Other 
possibilities may arise, such as a factory which will produce automobile 
batteries, a small fertilizer-producing operation, and a facility to turn out 
agricultural hand tools. A cigarette factory and a cement plant are also 
planned. With the exception of these small projects, there appearsto be 
little prospect for increased industrial development in the CAR as the Govern- 
ment lacks the financial and technical capabilities, and foreign investors do 
not appear to be interested. 


IMPLICATIONS FOR THE UNITED STATES 
U.S. Interests Limited but Possibilities Exist 


United States business interests in the CAR are presently limited to a dia- 
mond mining and buying operation, and a used clothing import company. 
Local, usually French, franchised dealers of American manufactured pro- 
ducts also represent non-American firms and they make no special effort 
to push American goods. In addition, representatives from regional offices 
of American firms seldom visit their local distributors in the CAR. While 
it is true that this sparsely populated, poor and land-locked country does 
not offer an overly appealing market for U.S. businesses, the fact remains 





that American investors are not as willing to take risks as foreign inves- 
tors might be. CAR membership in the Franc Zone, the overwhelming 
French presence and the abundance of French experts and technicians in 
nearly all sectors insure that French businessmen will receive first call 
on business opportunities that arise. Other EEC countries are also 
given an advantage over U.S. imports by virtue of the UDEAC tariff 
structure which discriminates against non-EEC products. European 
firms are also willing to grant terms more appealing to the CAR. In 
addition, imports from the United States reach the CAR over long and 
expensive shipping routes. Repair service and spare parts may be non- 
existent and prices are often uncompetitive. 


Even against these obstacles, however, the CAR offers some possibil- 
ities for U.S. exporters. The fact remains that many U.S. firms 

refuse to do business in the French language and have no French-speaking 
representatives. In the one or two instances where American firms sell 
through local distributors but send their own French-speaking American 
representatives on periodic visits, they have been able to keep better in- 
formed on local market conditions and have improved their sales. 


Despite the unfavorable economic outlook in the CAR, sales of American- 
made light machinery and electrical equipment are always a possibility 
since U.S. products are known for their quality. Chemicals and pharma- 
ceuticals, fertilizers and insecticide sales should also be appealing in 

this agriculturally~oriented economy. Since the CAR'‘s 5-year plan calls 
for drastic increases in agricultural production, it seems that an American 
firm willing to do some real spade work might be able to coordinate a 
training-sales program in which Central Africans would be taught the 
proper use of increased quantities of fertilizers. The CAR is committed 
to upgrading its highway system which is presently composed of unpaved 
laterite routes. These roads require extensive maintenance after each 
rainy season. One or two major routes have already been paved and plans 
are being made to improve several others. This work will undoubtedly 

be financed by international aid and development organizations. In addi- 
tion, the Government has publicized its desire for the construction of a 
factory to make tires and tubes for bicycles and motorbikes and there 
may also be a market here for the products of a small paper mill and a 
sugar cane refinery. The market for tires and tubes appears to be an 
attractive one. The Government is also interested in obtaining geological 
surveys for various regions of the country. 


The CAR Government has been giving very courteous and expeditious treat- 
ment to visiting American businessmen. Firms intending to send 





representatives to the CAR should notify local authorities or the CAR 
Embassy in Washington as far in advance as possible. The American 
Embassy has noticed that American businessmen calling here have little 
or no knowledge or information pertaining to the political and economic 
conditions of the country, transportation problems, etc. Much of this 
information can and should be obtained in advance. Since virtually no 
English is spoken in the CAR, firms sending representatives to the CAR 
should insure that someone in the group speaks French. American 
citizens do not need visas to enter the CAR. 
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